In many settings, there is a dearth of instruments, which hampers economists' ability to investigate causal relations. In this paper we propose a quite general way to construct instruments: "granular instrumental variables" (GIVs). In the economies we study, a few large firms or countries account for a large share of economic activity. As they are large, their idiosyncratic shocks a↵ect aggregate outcomes. This makes those idiosyncratic shocks valid instruments for the aggregate shocks. We provide a methodology to extract idiosyncratic shocks from the data, this way creating GIVs. Those GIVs allow us to then estimate parameters of interest, including causal elasticities.
